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time] a list of accrued credits by contract 
number, year, and delivery point. 

(c) Payment of capital credits will be made 
by check, payable to the llll [insert agen-
cy name], and forwarded to the Contracting 
Officer at llll [insert agency address], un-
less otherwise directed in writing by the 
Contracting Officer. Checks shall cite the 
current or last contract number and indicate 
whether the check is partial or final pay-
ment for all capital credits accrued.

(End of clause) 

[59 FR 67025, Dec. 28, 1994]

52.242–1 Notice of Intent to Disallow 
Costs. 

As prescribed in 42.802, insert the fol-
lowing clause in solicitations and con-
tracts when a cost-reimbursement con-
tract, a fixed-price incentive contract, 
or a contract providing for price rede-
termination is contemplated:

NOTICE OF INTENT TO DISALLOW COSTS (APR 
1984) 

(a) Notwithstanding any other clause of 
this contract— 

(1) The Contracting Officer may at any 
time issue to the Contractor a written notice 
of intent to disallow specified costs incurred 
or planned for incurrence under this contract 
that have been determined not to be allow-
able under the contract terms; and 

(2) The Contractor may, after receiving a 
notice under subparagraph (1) above, submit 
a written response to the Contracting Offi-
cer, with justification for allowance of the 
costs. If the Contractor does respond within 
60 days, the Contracting Officer shall, within 
60 days of receiving the response, either 
make a written withdrawal of the notice or 
issue a written decision. 

(b) Failure to issue a notice under this No-
tice of Intent to Disallow Costs clause shall 
not affect the Government’s rights to take 
exception to incurred costs.

(End of clause)

52.242–2 Production Progress Reports. 
As prescribed in 42.1107(a), insert the 

following clause;

PRODUCTION PROGRESS REPORTS (APR 1991) 

(a) The Contractor shall prepare and sub-
mit to the Contracting Officer the produc-
tion progress reports specified in the con-
tract Schedule. 

(b) During any delay in furnishing a pro-
duction progress report required under this 
contract, the Contracting Officer may with-
hold from payment an amount not exceeding 

$25,000 or 5 percent of the amount of this con-
tract, whichever is less.

(End of clause) 

[48 FR 42478, Sept. 19, 1983, as amended at 56 
FR 15156, Apr. 15, 1991]

52.242–3 Penalties for Unallowable 
Costs. 

As prescribed in 42.709–6, use the fol-
lowing clause:

PENALTIES FOR UNALLOWABLE COSTS (MAY 
2001) 

(a) Definition. Proposal, as used in this 
clause, means either— 

(1) A final indirect cost rate proposal sub-
mitted by the Contractor after the expira-
tion of its fiscal year which— 

(i) Relates to any payment made on the 
basis of billing rates; or 

(ii) Will be used in negotiating the final 
contract price; or 

(2) The final statement of costs incurred 
and estimated to be incurred under the In-
centive Price Revision clause (if applicable), 
which is used to establish the final contract 
price. 

(b) Contractors which include unallowable 
indirect costs in a proposal may be subject 
to penalties. The penalties are prescribed in 
10 U.S.C. 2324 or 41 U.S.C. 256, as applicable, 
which is implemented in section 42.709 of the 
Federal Acquisition Regulation (FAR). 

(c) The Contractor shall not include in any 
proposal any cost that is unallowable, as de-
fined in Subpart 2.1 of the FAR, or an execu-
tive agency supplement to the FAR. 

(d) If the Contracting Officer determines 
that a cost submitted by the Contractor in 
its proposal is expressly unallowable under a 
cost principle in the FAR, or an executive 
agency supplement to the FAR, that defines 
the allowability of specific selected costs, 
the Contractor shall be assessed a penalty 
equal to— 

(1) The amount of the disallowed cost allo-
cated to this contract; plus 

(2) Simple interest, to be computed— 
(i) On the amount the Contractor was paid 

(whether as a progress or billing payment) in 
excess of the amount to which the Con-
tractor was entitled; and 

(ii) Using the applicable rate effective for 
each six-month interval prescribed by the 
Secretary of the Treasury pursuant to Pub. 
L. 92–41 (85 Stat. 97). 

(e) If the Contracting Officer determines 
that a cost submitted by the Contractor in 
its proposal includes a cost previously deter-
mined to be unallowable for that Contractor, 
then the Contractor will be assessed a pen-
alty in an amount equal to two times the 
amount of the disallowed cost allocated to 
this contract. 
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(f) Determinations under paragraphs (d) 
and (e) of this clause are final decisions with-
in the meaning of the Contract Disputes Act 
of 1978 (41 U.S.C. 601, et seq.). 

(g) Pursuant to the criteria in FAR 42.709–
5, the Contracting Officer may waive the 
penalties in paragraph (d) or (e) of this 
clause. 

(h) Payment by the Contractor of any pen-
alty assessed under this clause does not con-
stitute repayment to the Government of any 
unallowable cost which has been paid by the 
Government to the Contractor.

(End of clause) 

[60 FR 42659, Aug. 16, 1995, as amended at 66 
FR 2135, Jan. 10, 2001]

52.242–4 Certification of Final Indirect 
Costs. 

As prescribed in 42.703–2(f), insert the 
following clause:

CERTIFICATION OF FINAL INDIRECT COSTS (JAN 
1997) 

(a) The Contractor shall— 
(1) Certify any proposal to establish or 

modify final indirect cost rates; 
(2) Use the format in paragraph (c) of this 

clause to certify; and 
(3) Have the certificate signed by an indi-

vidual of the Contractor’s organization at a 
level no lower than a vice president or chief 
financial officer of the business segment of 
the Contractor that submits the proposal. 

(b) Failure by the Contractor to submit a 
signed certificate, as described in this 
clause, may result in final indirect costs at 
rates unilaterally established by the Con-
tracting Officer. 

(c) The certificate of final indirect costs 
shall read as follows: 

CERTIFICATE OF FINAL INDIRECT COSTS 

This is to certify that I have reviewed this 
proposal to establish final indirect cost rates 
and to the best of my knowledge and belief: 

1. All costs included in this proposal 
(identify proposal and date) to establish final 
indirect cost rates for (identify period covered 
by rate) are allowable in accordance with the 
cost principles of the Federal Acquisition 
Regulation (FAR) and its supplements appli-
cable to the contracts to which the final in-
direct cost rates will apply; and 

2. This proposal does not include any costs 
which are expressly unallowable under appli-
cable cost principles of the FAR or its sup-
plements.

Firm: llllllllllllllllllll

Signature: llllllllllllllllll

Name of Certifying Official: llllllll

Title: llllllllllllllllllll

Date of Execution: lllllllllllll

(End of clause) 

[60 FR 42664, Aug. 16, 1995, as amended at 62 
FR 239, Jan. 2, 1997]

52.242–5—52.242–9 [Reserved]

52.242–10 F.o.b. Origin—Government 
Bills of Lading or Prepaid Postage. 

As prescribed in 42.1404–2(a), insert 
the following clause in solicitations 
and contracts when f.o.b origin ship-
ments are to be made using Govern-
ment bills of lading or prepaid postage:

F.O.B. ORIGIN—GOVERNMENT BILLS OF LADING 
OR PREPAID POSTAGE (APR 1984) 

(a) F.o.b. origin shipments shall be made 
on Government bills of lading, or, if the sup-
plies are mailable, via the U.S. Postal Serv-
ice or a foreign postal system, as appro-
priate, with postage costs prepaid by the 
Contractor. Any direct charge for postage 
costs shall be listed as a separate item on in-
voices for the supplies shipped. Use of agency 
official indicia mail by Contractors is not 
authorized. Quantities shall not be divided 
into mailable lots for the express purpose of 
avoiding movement by other modes of trans-
portation. 

(b) If Government bills of lading are not 
furnished with the contract or applicable or-
dering document, the Contractor shall ob-
tain them from the Contracting Officer or 
designated representative. 

(c) Unless otherwise directed, the Con-
tractor shall address overseas parcel post to 
an ultimate DOD consignee in care of a des-
ignated Army, Air Force, or Navy (fleet) post 
office and not to, or in care of, a transpor-
tation officer, or other activity at a CONUS 
water or aerial terminal for transshipment.

(End of clause)

52.242–11 F.o.b. Origin—Government 
Bills of Lading or Indicia Mail. 

As prescribed in 42.1404–2(b), insert 
the following clause:

F.O.B.—GOVERNMENT BILLS OF LADING OR 
INDICIA MAIL (FEB 1993) 

(a) F.o.b. origin shipments shall be made 
on Government bills of lading, or, if the sup-
plies are mailable, via the U.S. Postal Sys-
tem, using ‘‘Penalty Permit Imprint’’ indicia 
labels. 

(b) If Government bills of lading are not 
furnished with the contract or applicable or-
dering document, the Contractor shall ob-
tain them from the Contracting Officer or 
designated representative. 
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